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TERMS OF REFERENCE 


In May 1985, the deputy minister of Indian and Northern Affairs Canada 
established a task force to study and report on the state of Indian economic 
development in Canada today, and to make recommendations for future 


action. 


The task force submitted its report to the deputy minister on 


December 16, 1985. 


Specifically, the task force was asked to: 


@ 


e 


e 


@ 


e 


e 


assess the state of Indian economic development and the economic 
structure of reserves; 

define and measure the resource base available for future economic 
development; 

examine the array of programs impacting on Indians, including those 
outside the domain of economic development; 

examine the tax system as it affects Indian-owned businesses, and 
propose ways by which it can be modified to spur Indian economic 
development; 

generate momentum within Indian and Northern Affairs Canada 
(INAC) and enlist help from other agencies in proceeding with the job 
of Indian economic development; 

assess the readiness of INAC's regional organizations to undertake 
expanded economic development responsibilities; 

consider structures within INAC that could enhance economic 
development; 

meet with representatives of the Native Economic Development 
Program (NEDP), the Department of Regional Industrial Expansion 
(DRIE), and other federal departments and agencies to consider the 
economic development function within INAC; 

obtain the views of Indian leaders on INAC's economic development 
function; and 

advise the deputy minister and the Task Force on Departmental 
Reorganization on a new organization for the economic development 
function within INAC. 
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Task Force Membership 


Task force membership included representatives from INAC's headquarters 
and regional offices and the private sector. 


Chairman Don Allen 
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Joanne Davidson 
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INDIAN 

ECONOMIC DEVELOPMENT: 

THE NUMBERS 


Introduction 


As stated in the terms of reference, a priority of the task force was to 
develop a data base on the status of Indian economic development in 
Canada. By comparing the limited available statistics with similar data from 
the non-Indian community, the task force determined that Indian economic 
development in all respects falls short of the national average. This chapter 
presents selected comparative statistics and briefly outlines what must be 
done to improve Indian economic development. 


Selected Statistics 


The graphs and charts in this section portray the disparity between Indian 
and non-Indian economic development in Canada today. Data was taken 
from a sample of 2000 Indian-owned businesses, as well as the 1981 
Census. 


Most Indian-owned firms that employ more than one person are located on 
reserve (Illustration I, Indian Business Operations). The ratio of Indian 
businesses to population is approximately 1:100, compared to a ratio of 
1:30 for the national economy. 


Illustration I 
Indian Business Operations 


On Surrendered Lands Operations 
0.4% 


Off-reserve Operations 
13.3% 


On-reserve Operations 
86.3% 


Over 2 000 firms employing more than one person, mainly on reserve. 
On reserve, Indian business to population ratio is about 1:100. For Canada overall, 1:30. 


Indian businesses are relatively small by national standards (Illustration I, 
Size of Indian Businesses). Only six per cent of these businesses have 
more than 10 employees, while a full 87 per cent have fewer than five 
employees. In the national economy, 75 per cent of firms have one to four 
employees and 15 per cent have more than 10. 
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Illustration II 
Size of Indian Businesses 
(By Number of Full-time Employees) 


(7%) 5-9 (10%) 


(87%) 1-4 (75%) 


Indian-owned firms All Canadian businesses 


In all, 87% of businesses have 1 - 4 employees, 7% of businesses have 5 - 9 employees, 
and 6% of businesses have 10 or more employees. These percentages are relatively small 
by national standards (75% 1 - 4). 


Indian businesses are also very young by national standards (Illustration III, 
Length of Time in Business). Fifty-six per cent of Indian enterprises are 
one to five years old and only12.3 per cent have managed to survive for 11 
years or more. 


Nationally, the figures for these two categories are roughly reversed, with 
55 per cent of firms more than 10 years old and 17 per cent under five. 


Illustration III 
Length of Time in Business 


11 years or more 
12.3% 


6-10 years 
31.7% 


5 years or less 
56% 


Indian businesses are very young by national standards. For Canada, percentages of under 
5 years vs. over 10 years are roughly reversed; this reflects low Indian business survival 
rate. 
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Small populations and thus small markets on Indian reserves have stunted 
the growth of the retail and manufacturing sectors of the native business 
community (Illustration IV, Sectoral Distribution of Indian Businesses). On 
the other hand, there is predictably a higher representation of Indian 
businesses in the resource sector (logging, fishing, etc.) than the national 
average. 


Illustration [V 
Sectoral Distribution of Indian Businesses 


Retail/Wholesale Services/Communications 
15.2% 15.1% 

Manufacturing Tourism/Recreation 

6.3% 13.2% 

pou eet Pana toni oustiucuen 
33.3% 16.9% 


This shows a relatively high representation in the Resource sector and low representation 
in the Trade sector; Indian representation in the remaining sector is similar to the 
Canadian small business pattern. 


It is also not surprising that Indians generally have less employment 
experience than non-Indians. According to 1981 census data, only 44 per 
cent of adult Indians living on reserves received income for employment in 
1980, compared to 64 per cent of non-Indian adults in towns and villages of 
similar size and remoteness from urban centres. An even more revealing 
comparison is available in the breakdown of Indians employed in the public 
and private sectors (Illustration V, Breakdown of 1983 Payroll for Status 
Indians). Only 37 per cent of on-reserve Indians earns a living through 
private sector employment (as does 42 per cent of off-reserve Indians), 
compared to 75 per cent of workers in the national community. 
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Illustration V 
Breakdown of 1983 Payroll for Status Indians 


80% 15% 
10% 
Q ES 58% 
60% ——— 
50% 
40% 37% 
30% 25% 
20% 
10% 
0% 
Private Public Private Public Private Public 
On Reserve Off Reserve Canadian Economy 
Note: Public includes education. Source: Statistics Canada. 


Correcting the Imbalance 


Clearly, the state of Indian economic development and employment in 
Canada is unsatisfactory. INAC must work with Indian people and public 
and private sector organizations in the coming years to rectify this situation 
and stimulate growth in the native economy. 


Action is required on a number of fronts. For example, governments and 
the private sector must provide more opportunities for Indian people to 
develop the management skills necessary to start up and operate viable small 
businesses and institutions. 


Similarly, more Indian youths must be provided with training in business 
finance. They must also gain practical experience working in non-Indian 
companies, Indian development corporations or their own small businesses. 


Indian financial institutions capable of providing native enterprises with 
development financing should be fostered. Legal and financial barriers to 
joint ventures with non-Indian partners and to launching enterprises both on 
and off reserve must be eliminated. As well, Indian companies should be 
encouraged to bid for government and corporate supply contracts. The 
requirements for bonding should be eased so that Indian firms can compete 
on a fair basis for contracts on construction and resource development 
projects. Steps should be taken to ensure that Indian communities benefit 
more fully from the development of their own resources and those located 
nearby. 
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Conclusion 


The goals set out in this chapter clearly call for a fundamental overhaul of 
traditional government, Indian and private sector approaches and attitudes to 
Indian economic development. Governments, financial and educational 
institutions, non-Indian businesses and most importantly Indians them- 
selves will all have a part to play in this process. 
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PRIVATE SECTOR 
DEVELOPMENT: 

BARRIERS AND SOLUTIONS 


Introduction 


Like all enterprises, Indian businesses face a myriad of problems when 
Starting up, expanding, or even struggling to survive. But there are also 
barriers specific to Indians. 


Equity financing is more difficult to secure, bonding is often a problem and 
the tax system for Indian businesses is confusing, inconsistent and often 
discouraging. This chapter addresses these and other issues, including the 
potential for joint ventures with non-Indian partners, access to major 
contracts and management skills training. 


Business Financing 
Background 


Small business financing is a problem in both the Indian and non-Indian 
economies. Governments are often called on to play a leading role in this 
aspect of business development. In fact, the largest portion of the federal 
government's $2 billion "small business envelope" is earmarked for small 
business financing. In addition to its direct lending and loan guarantee 
activities, the Government of Canada uses tax incentives to stimulate small 
business development. 


Financing presents special problems for Indian businesses, most of which 
are located on reserve and fall under the jurisdiction of the Jndian Act. 
Since this legislation protects reserve property from confiscation, Indian 
firms often have little or no collateral with which to secure loans from 
chartered banks, trust companies or the Federal Business Development 
Bank (FBDB). 


Equity shortage is a particularly serious problem for Canadian small 
business operators, most of whom feel government should provide equity 
either directly or through tax credits. This problem is even more severe in 
the Indian business community, where debt capital from banks is also 
difficult to obtain. Governments now provide the dominant share of equity 
funding (75 per cent) to Indian small businesses, while representing a 
marginal source (4 per cent) for the overall Canadian small business sector. 


Indian and Northern Affairs Canada is a major source of equity financing 
for native enterprises. Approximately 30 per cent of the investment funds 
employed by Indian small businesses in 1984-85 was provided by INAC; 
another 40 per cent was provided by other federal departments and 
agencies. On the operating side,a full 60 percent of funds extended to 
Indian businesses originated with the federal government. 
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INAC's attempts to fill the gap in lending to Indian businesses with loans 
and loan guarantees have achieved mixed results. Annual loss rates of 
between 25 and 50 per cent were not uncommon in the early 1970s, at the 
inception of the program. As well, the program's administrative problems 
have drawn the attention of the Auditor General. (It should be noted that the 
Auditor General has since credited INAC for responding to his concerns by 
improving loan administration within the department.) 


The department's lending record has improved in the 1980s, but significant 
human resources have been required to put old portfolios in order. The 
program's fixed interest rate policy is being criticized by Indian businesses 
eager to renegotiate loans bearing interest of 18 to 20 per cent. Further, 
INAC's budget for equity capital contributions has been shrinking while 
other federal support for small business financing has increased. 


The impact of these financing problems on job creation is predictable. 
Employment growth for Indian people has depended on hiring by 
government rather than by small business. Status Indians gained some 
7,000 jobs between 1978 and 1983, but only 2,000 of these were in the 
private sector. Small business currently accounts for 80 per cent of new 
jobs in the non-Indian economy but only for 20 per cent in the Indian 
economy (Illustration VI, Sources of Job Creation in Overall Canadian 
Economy and Indian Economy). 


Illustration VI 
Sources of Job Creation in Overall Canadian Economy and 
Indian Economy, 1978-1983 


100% 
90% 
80% 
10% 
60% 
50% 
40% 
30% 
20% 
10% 
0% 


Public Sector 


Medium and Large Business 


Small Business 
Canadian Economy Indian Employment 


Source: Statistics Canada information combined with INAC estimates. 
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Suggested Action 


INAC's business lending activity has slowed in many regions of the 
country and its loan guarantee authority is almost exhausted. Despite the 
positive results noted in recent years, the time has come to devolve this 
activity to other organizations, including Indian financial institutions (like 
the Saskatchewan Indian Loan Corporation) and other institutions created or 
expanded under the Native Economic Development Program, the FBDB and 
other interested bodies. 


Negotiations to transfer the direct lending function to these institutions 
should begin as soon as possible. The transfer could be accomplished on 
either a sectoral (some institutions deal only with resource-based 
businesses) or geographical (many Indian financial institutions are 
regionally-oriented) basis. Provisions should be made to involve the FBDB 
directly in lending activity where their services are required, and INAC 
should negotiate an FBDB internship program to train credit officers of new 
Indian institutions. 


While local branches of some chartered banks are beginning to take an 
interest in Indian business loans (Illustration VII, Sources of Funds for 
Indian Businesses, 1984-85, shows that about 12 per cent of financing 
comes from private financial institutions), these initiatives are modest, 
isolated and often involve INAC loan guarantees. Some use has been 
reported of DRIE's Small Business Loans Act (SBLA) which currently 
guarantees more than $1 billion worth of loans to Canadian small 
businesses, but this activity has been limited. 


Illustration VII 
Sources of Funds for Indian Businesses, 1984-85 


Capital Operating 
Band Owned Band Owned INAC 
18.1% 27.71% 16.5% 
Private 
12.0% . 

Private 

12.5% 
Provinces 
0.1% Provinces 

1.3% 
Other Federal Other Federal 
Programs Programs 
39.5% 42.0% 


These percentages represent a total funding of $75 M: $50 M Capital and $25 M 
Operating. The private share, therefore, is $9.1 M, most of which is guaranteed by 
INAC. 
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Clearly, a major effort is required to alter chartered bank attitudes toward 
Indian businesses. In this regard, INAC must lobby for changes to a DRIE 
circular which has discouraged banks from using the SBLA when 
considering Indian business loans. As well, an educational campaign 
should be launched to bring together bankers, bands and Indian 
entrepreneurs. 


Even with the birth of new Indian financial institutions and with increased 
chartered bank involvement, INAC loan guarantees may still be required. 
For example, institutions like the FBDB may call on INAC to share the 
risks of certain loans to Indian firms. (The rate of write-off of Indian small 
business loans by the FBDB in the 1970s was about double the level for 
other small businesses, although that is not the case now.) In such cases, to 
ensure that the lender has a stake in the loan, INAC should not provide a 
100 per cent guarantee. 


On the equity front, INAC's financial contributions have generally been to 
help bands and tribal councils identify economic development possibilities, 
to encourage these initiatives on reserve and to offset the lack of private 
sector equity capital available to Indian entrepreneurs. Unfortunately, the 
funds available for these departmental activities have been shrinking steadily 
in the 1980s. 


The downward trend in INAC funding for viable projects and band 
infrastructure development should be reversed. The department should also 
contribute to project development and assessment by Indian development 
officers and to the training of these people. Finally, if desired by the Indian 
client, INAC officers could play the role of account executives in seeking 
funding assistance from other federal programs. 


In 1980, the federal government introduced a Small Business Development 
Bond (SBDB) Program to provide interest rate relief on capital investments 
by small companies. This cost-effective approach to stimulating business 
development is particularly appropriate for Indian enterprises which 
traditionally carry heavy debt loads. These debt loads have resulted in the 
Indian and Northern Affairs Canada program rejecting many applications on 
the basis that the enterprises could not carry the interest burden, even at 
prime rates. 


As a solution to this problem, the task force proposes that an Indian Small 
Business Development Bond Program be introduced. This program could 
provide interest rate rebates for a fixed period (perhaps three years) on small 
business loans from any institution. It might offer a simple reduction of 
four or five per cent off the negotiated rate, or alternatively a formula similar 
to that used in British Columbia's former Low Interest Loans Act (half of 
prime). By reducing a firm's debt servicing cost, the program would have a 
similar effect to increasing the equity available to the firm. As well, it 
would enable the marketplace to determine the viability of individual 
projects without decision-making from the bureaucracy. 
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Bonding 
Background 


Often, Indian businesses are unable to obtain bonding which would enable 
them to compete for major construction and service contracts. Inadequate 
capitalization, the special collateral problems posed by the Indian Act and, 
for new firms, the lack of a track record, all contribute to this dilemma. 


Suggested Action 


INAC should collaborate with the Native Economic Development Program, 
native financial institutions and the bonding industry on a national bonding 
system for Indian businesses. A study by private sector consultants is 
currently underway on this matter. Pending the consultant's final report, 
INAC should meet with Indian and non-Indian institutions to consider 
options to fill the bonding gap for on-reserve businesses. (The Government 
of Manitoba is considering measures to address this problem for northern 
native contractors bidding on the Limestone Hydroelectric Project.) 


The proposed national bonding system might require INAC to seek 
authority to provide a measure of reinsurance for underwriters. As well, the 
department should assist in upgrading the management and working capital 
position of contractors to meet bonding industry requirements. 


In the interest of aiding native contractor development, INAC and the 
Treasury Board should also review the potential for an interim threshold 
below which federal departments can waive the bonding requirement on 
government contracts. (Many western energy companies are already doing 
this to facilitate participation in resource development projects.) In parallel, 
INAC should work to improve the communication of opportunities and 
capabilities between project proponents and small contractors. 


Taxation 


Background 


Existing Indian tax policy is contained in Sections 87 and 90 of the Jndian 
Act and related legal precedents. Several cases are now before the courts 
seeking clarification of some of the exemptions contained in these sections. 
Indian bands also have limited taxation powers. 


Indian business planning is handicapped by the current state of affairs. 
Confusion over possible tax rulings for various business situations has led 
to inconsistent tax treatment of Indian workers and employers and 
encouraged artificial arrangements to avoid taxation problems or to attain 
maximum benefits. Indian leaders and federal departments have met 
numerous times in recent years to discuss this issue, but no progress has 
been made in rationalization of the legislation or regulations. 
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Suggested Action 


Establishment of an action-oriented taxation task force to study ways of 
taking tax policy out of the courts and putting it back into Parliament is 
strongly recommended. Comprising representatives of Indian governments, 
business leaders and the federal departments of Finance, Revenue, Justice 
and Indian and Northern Affairs, this group would also be asked to prepare 
an Indian tax act or a set of amendments to existing legislation to clarify the 
laws in a manner which would provide incentives for economic 
development. 


The status of incorporated Indian firms is one of the many areas where 
change is required. When native businesses incorporate, they lose income 
and excise tax exemptions available to unincorporated Indian firms. As a 
result, only 10 per cent of privately-owned Indian businesses are now 
incorporated, compared to about 65 per cent of non-Indian businesses. 
Indian private sector enterprises may suffer disadvantages in marketing, 
banking and seeking joint ventures because they are reluctant to incorporate. 
(Almost 40 per cent of band-owned enterprises are incorporated, for a 
variety of reasons, either related to management, marketplace considerations 
or the fact that a department such as Regional Industrial Expansion does not 
recognize bands as a legal entity.) 


To correct this inequity, INAC should lobby for amendment of the relevant 
legislation so that Indian-owned corporations located on reserve are treated 
as Indians. 


Personal income tax rules are also in a state of confusion due to the ruling 
handed down by the Supreme Court of Canada in the 1983 Nowegijick 
case. This ruling has jeopardized the traditional exemption of Indians from 
paying tax on on-reserve earnings from off-reserve employers. (A 
Remission Order exempting such earnings was recently extended for the 
1986 tax year.) However, any attempt by the government to tax the earnings 
from on-reserve employment will undoubtedly be challenged in court. 


The task force holds that the traditional Revenue Canada policy of 
exempting Indians earning income on reserve from paying income tax 
should be maintained. Furthermore, off-reserve Indians who work for on- 
reserve employers should also be exempted. These important issues should 
be clarified in policy or legislation as required. 


The federal policy on taxation of income from traditional native occupations 
is also cause for concern. Following a period in which many trappers were 
not required to file income tax returns, Revenue Canada had attempted to 
request detailed financial statements going back three years. The results 
were contentious and inconclusive. This is a very real problem for native 
trappers (many of whom cannot speak English or French) who have often 
neglected to maintain adequate records. The task force therefore 
recommends that the Income Tax Act be amended to exempt Indians and 
Inuit from being taxed on earnings from traditional employment in family- 
size operations, whether on or off reserve. 
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Due to limitations posed by Section 83 of the Jndian Act and by the 
doubtful extension of band bylaws to surrendered lands, band taxation 
powers are underdeveloped. At the same time, bands require tax revenue to 
pay for the infrastructure required to attract and support business. 


Some provincial governments, including Alberta, Saskatchewan, Manitoba 
and Ontario, have indicated a willingness to forego revenues on surrendered 
lands. To solidify this principle, the Indian Act should be amended to 
extend and amplify band bylaw powers. Arrangements (appeal procedures, 
etc.) must also be developed to meet the concerns of future non-Indian 
taxpayers on reserves. Finally, federal departments should explore the 
possible transfer to bands of federal and provincial taxes generated on 
reserves. 


Confusion also exists about provincial and federal tax treatment on 
surrendered lands. The task force recommends that the exemption 
contained in Section 87 of the Indian Act be extended to surrendered land. 
In the interim, Revenue Canada should reemphasize its policy of treating 
surrendered land as reserve land. 


Special tax credits for business development on Indian reserves should also 
be considered by the federal government. For example, depressed local 
economies in non-native jurisdictions have been assisted through 
designation as special economic zones. Depending on the economic 
Situation in each region, federal tax credits ranging from seven to 50 per 
cent are available to investors in these areas. Since the economic situation 
on Indian reserves is often worse than in depressed non-Indian areas, the 
maximum tax credit available at any given time should apply on all reserves. 
As well, reserves should be given preferential treatment on tax and customs 
duties to help them attract foreign investment. 


Tax credits would also appear to be a viable approach to encouraging 
employment of Indians by major Canadian companies which have a 
disappointing track record in this regard. (Employment of Indians by large 
private sector companies actually decreased between 1978 and 1983.) In the 
United States, employment tax credits have been successfully used to shift 
employment in favour of targetted groups. A similar Indian employment tax 
credit is recommended in Canada to supplement the "moral suasion" spirit 
of the Employment Equity Act recently proposed by the Minister of 
Employment and Immigration. The credit, which could be paid to 
employers regardless of their taxable position, would also help overcome 
the short-term productivity gap caused by the inexperience of Indian 
workers. 
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Joint Ventures 


Background 


Indian bands and entrepreneurs are expressing a growing interest in 
attracting non-Indian partners and investors to participate in joint venture 
enterprises. A popular business practice in the non-Indian economy, this 
approach has not been widely used by native firms (Illustration VIII, 
Ownership of Indian Businesses). The potential for such arrangements 
nevertheless exists. 


Illustration VIII 
Ownership of Indian Businesses 


Individual 
Entrepreneurs 1.3% 
80.5% with non- 
Natives 
Joint Ownership 
2.3% 
1.0% 
with other 


Band Owned 


Bands 
17.2% 


Very few joint ventures have actually been launched to date. 


For the Indian partner, joint ventures offer tangible benefits in terms of 
financing, management, work skills, technology and marketing. There are 
also disadvantages, such as the potential loss of control over resources. As 
a result, difficult decisions are likely to be required by Indians if joint 
venturing is to play a significant role in Indian economic development. 


Suggested Action 


Improved understanding of the advantages and disadvantages of joint 
venturing is clearly a basic requirement for enhanced use of these 
arrangements. In this regard, INAC should provide technical advisory 
services in the form of seminars for departmental staff, Indian bands and 
entrepreneurs, and potential non-Indian investors. 
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Increased awareness of the opportunities for enterprise development on 
reserves would also appear to be a prerequisite for joint venturing. Existing 
Indian businesses, reserve locations, and band economic development 
interests could be showcased at trade fairs (such as the Native Business 
Summit) and other forums. As well, the Federal Business Development 
Bank should be encouraged to launch a pilot project to match non-Indian 
investors with Indian businesses, and INAC staff should promote joint 
venture opportunities on a regular basis. 


To give an immediate boost to joint venture activity, the Department of 
Finance should be encouraged to design incentives (such as tax holidays or 
tax credit flow-throughs) for non-Indian investors to enter new or 
expanding Indian enterprises. 


Clearly, the tax status of business income for Indian and non-Indian 
investments on reserves must be clarified. INAC should also work with the 
Department of Finance to determine the potential tax benefits to be derived 
from existing treaties and the Indian Act. 


Finally, Indian and Northern Affairs Canada should consider underwriting 
or guaranteeing band government bonds to finance the basic commercial 
infrastructure required to create an attractive environment for potential joint 
venturers. The department might also be called on to provide brokering 
assistance for individual enterprises. 


Procurement and Contracting with Indian Enterprises 


Background 


Federal departments and agencies possess huge capital budgets to purchase 
the goods and services required to carry out their various mandates. 
Increased access to government contracts by Indian suppliers would 
represent a major stimulant to native economic development. 


The true impact of federal procurement policies on Indian businesses is not 
well documented. There are examples of successful buyer-seller 
relationships, but these have not been part of an overall strategy. And 
despite recent efforts to facilitate access by small businesses, federal 
procurement policies still tend to cater to large businesses. 


To correct this situation, INAC should seek authority from the central 
agencies to enhance the use of departmental budgets for the benefit of Indian 
businesses. As well, the department should determine how Indian reserves 
can capitalize on the recent announcement by the Minister of Regional 
Industrial Expansion that federal procurement policy should be used as a 
tool of regional development. 
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Western Canadian companies with a stated policy of using their 
procurement budgets to support native businesses have found that this is not 
easily done. A strong management commitment , as well as a constant two- 
way flow of information on native capabilities and market opportunities, is 
required. A similar commitment is required of the federal government. 


A necessary first step will be to develop long-term plans for optimizing the 
benefits of federal procurement spending to Indians. As well, concerted 
action is required to seek out and engage competent Indian businesses. 
INAC would be wise to draw upon private sector experience (NOVA, 
Syncrude, etc.) in this regard. Using the recent federal precedent whereby 
the Department of Supply and Services reached an accord with Correctional 
Services Canada to increase federal procurement from penitentiaries, INAC 
should consider ways to increase federal procurement from Indian sources. 


In any case, a solid data base on the products, services and capabilities of 
Indian businesss is clearly required (such a data base is virtually non- 
existent in the department today). Effective means of communicating supply 
and demand information must also be sought out, and the department 
should consider setting targets for procurement in certain sectors. 


Finally, INAC should examine ways to increase the access by Indians to 
departmental capital budgets over which bands have control. For example, 
bands administer and spend almost 100 per cent of the department's 
appropriation for housing and 60 per cent of other capital appropriations. 
Preference might be given in these expenditures to Indian-owned or 
controlled firms or to non-Indian companies with large Indian workforces. 
A reporting process should also be established to demonstrate to the 
Minister and Parliament the impact of procurement by both the department 
and bands on Indian economic development. 


Marketplace Links with Non-Indian Businesses 
Background 


While a handful of large Canadian corporations has made strong 
commitments to support native suppliers (and has emerging track records in 
this regard), for the majority of these firms, the capabilities of Indian 
businesses remain a mystery. At the same time, native suppliers have 
limited knowledge of the procurement requirements of large organizations, 
and of how to bid on these. 


Suggested Action 


Continued support should be given to the native trade fair concept and to the 
Canadian Council for Native Business (CCNB) program to facilitate links 
between native and non-native businesses. Information garnered from 
increased government commitments to buy from Indian suppliers (as 
recommended in the previous section) should also be shared with interested 
private sector organizations. 
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A regular exchange of accurate, up-to-date information on Indian 
capabilities and marketplace opportunities will be necessary if efforts to 
increase private sector purchasing from native enterprises are to be 
successful. This will require the building of data bases on Indian 
capabilities (supply) and the gathering and promotion of information on the 
requirements of purchasers (demand). INAC should continue its support of 
internship programs which expose native people to the procurement 
practices of large companies. 


Business Management Skills 
Background 


In the national economy, more small business failures are attributed to weak 
management than to any other cause, including financing problems. A 1985 
evaluation of the Indian Economic Development Fund program confirmed 
that this is also true for the Indian economy. The lack of basic 
entrepreneurial skills training, and the impact of this lack on business 
survival rates, were continuously cited by Indian political and business 
leaders during the task force's consultations. 


The department's training programs traditionally have focussed on 
upgrading job skills and preparing natives for short-term vocational work. 
Further, general business seminars sponsored by other federal departments 
and private sector agencies are seldom oriented to Indian needs. Indian 
people are thus concerned with the need to improve their business 
management expertise to enable them to undertake and effectively manage 
entrepreneurial ventures and band government projects. 


Suggested Action 


INAC should mount an Indian Business Seminar Program featuring sector- 
specific seminars to supplement other available native and non-native 
programs. A specialized organization would be retained to provide a 
national delivery capability for these seminars. The department would assist 
in financing seminar development and publicizing their availability within 
the Indian community, but it would be the responsibility of such a 
specialized organization (like the Federal Business Development Bank) to 
deliver the seminars on reserves, in urban areas and at relevant forums. 
Regardless of this new initiative, the department should strengthen and 
continue delivery of its own in-house economic development seminars. 


Growing private sector support for native economic development is evident 
in the efforts of the Canadian Council for Native Business, private 
foundations and large western companies. Internship programs designed to 
provide native people with managerial and administrative experience in large 
organizations should receive the continued support of Indian and Northern 
Affairs Canada. Applied to Indian businesses and band operations, the 
knowledge gained through these programs will benefit Canada's entire 
Indian community. 
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Conclusion 


The special problems facing the Indian private sector are challenging but not 
insurmountable. Strengthening of Indian financial institutions, expanded 
roles for the Federal Business Development Bank and the chartered banks, 
rationalization of the tax system and enhanced awareness of Indian 
capabilities are all important first steps in developing a strong native 
economy. 
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YOUTH ENTREPRENEURS: 

TOMORROW'S 

EMPLOYERS 


Introduction 


The education levels and mobility of Indian youth have increased 
substantially over the last two decades. Yet opportunities and incentives for 
these young people to enter business are few. The task force found no 
evidence of government youth entrepreneurship programs oriented to 
Indians, or of Indian programs directed specifically at youth. In this 
chapter, the task force proposes the creation of such programs to develop 
the business skills and experience of Indian youth. 


Background 


Governments across Canada are grappling with the problem of youth 
unemployment, and nowhere is the situation worse than in the Indian 
community. Employment among the 70 000 Indian youth in Canada today 
is about half the national average for young people. And over the next five 
years, an estimated 30 000 Indian youth will enter the work force. 


Studies indicate that today's native youth are more mobile and better 
educated than their parents. Some 7 000 young adult Indians are now in 
higher education programs, but few of them are taking business-related 
courses. Indian development corporations are therefore experiencing 
difficulty in simply finding Indian staff with relevant training. 


There has also been an apparent lack of interest among natives in taking 
advantage of the available federal and provincial youth entrepreneurship 
programs. Indian youths are not regarded as a pool of entrepreneurial 
talent, despite the fact that a post-secondary education is clearly not a 
prerequisite for business success. (Half of the members of the Canadian 
Federation of Independent Businesses have no more than a high school 
education.) 


Suggested Action 


The youth seminar sponsored by the Canadian Council for Native Business 
in Winnipeg in August 1985, was a welcome effort to foster interest in 
entrepreneurship and the role models presented by current business leaders. 
INAC should provide support and assistance for future undertakings of this 
kind, but the process must be taken one step further through a follow-up 
program that turns interest into action. 
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To fill the gap in government entrepreneurship programs oriented 
specifically to Indian youth, the department should launch an Indian youth 
business initiative. This umbrella program would be managed by a joint 
steering committee of representatives of INAC and Indian bands and 
businesses. The committee might, for example, work with colleges and 
universities to establish special programs for Indian business students 
(similar to successful programs in the areas of law and education). It 
should also follow up on university interest in pre-business courses for 
Indians and encourage summer employment opportunities for Indian 
students within INAC and private sector organizations. 


Based on the success experienced by some provinces and Organization for 
Economic Cooperation and Development countries in funding start-up 
enterprises, it is proposed that INAC establish an Indian youth business 
loans program. Adjustments to existing federal programs are not 
considered a viable approach, as this would be time consuming and the end 
results likely ineffective. Wherever possible, this program would be 
administered by Indian financial institutions. Where no such institution 
existed, the FBDB would be called on for assistance. It is essential that 
management advisory services be provided at the outset of enterprise 
planning and that follow-up assistance be available. 


On a pilot project basis, INAC should also consider special business grants 
that would enable Indian youths to gain on-the-job training while providing 
specialized services (i.e., bookkeeping) to Indian businesses and band 
governments. 


Bands and urban Indian groups must clearly participate in entrepreneurship 
programs directed at native youth. These organizations will require start-up 
funding if they are to provide their own new measures in this area. 


Conclusion 


The Indian youth of today will play a leading role in future development of 
the native economy. With this in mind, opportunities for more rigorous 
introduction of young adult Indians into the business world are called for 
through the concerted efforts of governments, educational institutions and 
private businesses. 


4 29 
THE WORKERS: 
TRAINING AND EMPLOYMENT 


Introduction 


The lack of a strong native private sector has stunted Indian employment 
opportunities across Canada. Aboriginal people are lagging far behind the 
national employment average and are cited under the Employment Equity 
Act as "disadvantaged". This chapter reflects the task force's findings in 
this regard and contains a number of recommendations to boost Indian 
employment levels. 


Background 


Employment and education levels for Indian people are well below the 
national average. Illiteracy is common and completion rates for training 
courses are low. On reserves, the number of adults with income from 
employment is only 65 to 70 per cent of that for comparable non-native 
towns and villages. Native unemployment in urban areas is an ongoing 
problem. 


Nevertheless, some encouraging developments are taking place. On-the-job 
training programs are reporting progress in many regions. Indian- 
controlled schools and training centres have made innovative advances in 
job-related education. The CCNB's internship program has broadened the 
non-native business community's interest in hiring native workers. And the 
completion rates for INAC's occupational skills training programs have 
improved in many regions. 


Suggested Action 


As discussed earlier in this report (Taxation, Chapter II), tax credits or wage 
subsidy incentives should be considered as means of improving the level of 
employment of Indian people in large Canadian companies. 


Indian and Northern Affairs Canada should support the continued 
development of Indian training capacity, including the move toward new 
job-related disciplines. As well, the department should continue to 
participate in federal/provincial/native education and training task forces 
and, where appropriate, help implement recommendations of these bodies. 


At the same time, the department needs to examine its role in the area of 
training and education, including rationalizing support for education and 
training institutions. The demand for and cost-effectiveness of increased 
funding should also be reviewed. 
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The apparent overlap in the Indian employment and training responsibilities 
of INAC and the Canada Employment and Immigration Commission 
(CEIC) has resulted in a perceived duplication of efforts in some respects. 
Again, the department must clarify and rationalize its role in this regard, 
which may lead to it vacating the areas of temporary job creation, literacy 
upgrading and skills training. Nevertheless, INAC will have to continue to 
work closely with CEIC to ensure that the particular needs of Indians are 
understood and catered to. The department should encourage enhanced 
Indian use of existing CEIC programs, block allocation of CEIC funding to 
bands and flexible access to CEIC program funds for Indian small 
businesses and youth entrepreneurs. 


Conclusion 


More innovative and effective use of limited funds and clarification of the 
roles of various federal departments and agencies are clearly priorities in the 
area of labour force development. This calls for a major rationalization of 
INAC's skills training and employment programs. 


5 31 
RESOURCE DEVELOPMENT: 
PROMISE AND PERIL 


Introduction 


Natural resources play an important role in the national economy and their 
exploitation holds both promise and peril for Indians (i.e., oil and gas 
developments). While a specific development may threaten a band's 
resource base, it can also provide opportunities for employment and wealth. 
This chapter examines the need for INAC, developers and Indian bands to 
strike a balance between the benefits of resource development and its 
potentially negative social and environmental impacts. It also addresses 
differing regional approaches to resource development. 


Background 


Historically, natural resources have provided Indian band members with the 
means of earning a livelihood. In some cases, the local resource base has 
been ample to support entire band populations. In others, it has proved 
inadequate. The relatively unexploited resources of some bands provide 
significant potential for economic development, while in other cases bands 
are awaiting the settlement of land claims to expand and develop their 
resource base. 


Today, resource management, production and harvesting take place for the 
most part in acash economy. Indians often find themselves competing with 
non-native producers using up-to-date techniques. There is also a tendency 
for governments to overlook support for traditional pursuits, and for 
business and governments to threaten these activities with development 
projects. As aresult, some Indian youth are turning away from these means 
of earning a livelihood. 


Indian people are concerned about protection of their land, water rights, and 
the other natural resources upon which they depend (e.g., wildlife). 
Development projects on and off reserve are often viewed from two distinct 
standpoints: as a threat to a band's resource base and as an opportunity for 
employment and wealth among Indian people. 


Suggested Action 


The lack of a solid data base on the forest, mineral, water and other 
resources available to Indian people presents a major barrier to planning. 
The task force therefore recommends that the department join forces with 
Indian groups, the Native Economic Development Program and other 
federal and provincial agencies to produce a comprehensive inventory of 
Indian-owned resources. A priority should be to gather data on potential oil 
and gas deposits on Indian land, as well as the potential for mining and 


quarrying. 
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The link between resource utilization and economic development objectives 
is evident but must be strengthened. INAC should continue to examine the 
potential impacts of major projects on Indian communities and to maximize 
these benefits through programs on training, corporate hiring and 
procurement. The department must also work with bands and other federal 
and provincial agencies to develop resource management regimes and 
programs, particularly for those projects affecting water and fishing rights. 


INAC support for resource development often varies from sector to sector 
and region to region. In many cases, there is little exchange of ideas and 
collaborative effort. To correct this situation, ideas from Indian people, 
industry and specific regions should be brought into play across Canada and 
in the department's representations to other agencies. In particular, INAC 
should examine the potential for increased support of native trapping 
(through the special tax treatment proposed in Chapter II). 


Native self-reliance through resource development is a recurring theme in 
briefs put forward by Indian organizations. Numerous government- 
appointed bodies have examined the problems and opportunities associated 
with resource development, and there is a growing stockpile of findings and 
recommendations in this regard. Now is clearly the time for more concrete 
action, including professional analysis of these reports, so that the 
department can further refine or respond to the recommendations. 


In all resource development initiatives, the concerns of Indian people merit 
special attention. These issues must be addressed from both general 
(conservation of water supply, documentation of oil and gas potential) and 
specific (aquaculture pilot projects and freight subsidies for fish) 
standpoints. 


Conclusion 


A major challenge facing INAC is to strengthen the links between resource 
management and economic development objectives. In addition to its 
traditional role of protecting Indian interests, the department should take the 
lead in rationalizing approaches to Indian resource development across the 
country. INAC must also carry the concept of native self-reliance through 
resource development a step beyond its current status of stockpiled reports 
and recommendations. 


6 33 
COMMUNITY-BASED 

DEVELOPMENT: LOCALIZING 

THE BENEFITS 


Introduction 


Indian businesses have traditionally experienced difficulty establishing 
themselves in the manufacturing sector, and this translates into missed 
opportunities. Most reserves lack the funding necessary to move from a 
retail/service economy to the next level of development. Large amounts of 
money thus leave the community without ever having circulated through it. 
As discussed in this chapter, government programs to localize benefits for 
Indians have for the most part been ineffective. 


Background 


The 1983 report of the Special Commons Committee on Indian Self- 
Government in Canada concluded that development efforts have the best 
chance of success when carried out at the community level. Unfortunately, 
governments in Canada do not have a strong track record in stimulating 
economic development at the local level. Programs which can claim some 
level of success, such as the former federal Industrial and Labour 
Adjustment Program (ILAP), for the most part have achieved these results 
in large cities. 


Short-term job creation and project funding efforts are clearly not generating 
a sufficient level of Indian economic development, and many bands are 
seeking much more activity on reserves. Further, urban native problems are 
not addressed by most economic development programs, and there is a 
growing demand for attention in this area. 


Suggested Action 


INAC should collaborate with bands, federal and provincial agencies and 
native organizations to identify what Indian communities want and need in 
terms of economic development. Experiences from previous Indian and non- 
Indian community-based economic development programs should be 
assessed before deciding on specific roles for the different players. The 
department might also attempt to link with Element II of the Native 
Economic Development Program and CEIC's Community Futures Program 
as potential sources of funds for Indian-related initiatives. 


As noted in Chapter I of this report, the manufacturing sector on Indian 
reserves is generally underdeveloped. One large band has estimated that 92 
cents of every dollar spent by its members does not circulate within the 
reserve even once (the situation may be even worse for small bands). 
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INAC should therefore work to put in place an economic development 
training or advisory package to help bands capitalize on opportunities for on- 
reserve activity. The proposed account executive role for the department's 
field officers would be useful in this regard. Clearly, Indian and Northern 
Affairs Canada will be required to contribute funding in this area. 


Regional and inter-community information networks that would enable 
reserves to capitalize on opportunities to supply outside markets (or bring in 
outside investors) have been sorely lacking to date. As discussed in 
Chapter I, incentives are required to encourage joint ventures. The FBDB 
should be approached to apply its matchmaking program to selected Indian 
communities, and access by Indian people to the procurement departments 
of large organizations should be promoted. Furthermore, financial and 
training support to band economic development officers should be 
maximized. 


Finally, working on the ILAP model, Indian and Northern Affairs Canada 
should join forces with CEIC and DRIE to deliver program elements in 
designated communities. The potential for economic development instru- 
ments used effectively elsewhere (e.g., small business incubators and 
community development corporations) should be discussed with individual 
communities. Prompt mobilization of personnel and resources will be 
required to ensure that opportunities are not missed, as was the case with 
ILAP. 


Conclusion 


Future efforts to stimulate community-based economic development clearly 
rest on a better understanding of what is needed and wanted by Indians. 
Once this is established (through basic research and consultation with Indian 
communities), it is anticipated that INAC will be in a position to play a more 
tailored supporting role in terms of funding and an expanded account 
executive function. 
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THE PROGRAMS AND 

AGENCIES: 

WORKING TOGETHER 


Introduction 


With the proliferation of federal and provincial programs impacting on 
native people, INAC has relinquished its role as the major funding agency 
for Indian economic development. But the department has not lost its ability 
to influence external funding efforts. This chapter explores program 
linkages within INAC, the need for coordination with other federal and 
provincial agencies and the unfulfilled potential of Economic and Regional 
Development Agreements (ERDAs). 


Inter-program Linkages 
Background 


Economic development is a small program within Indian and Northern 
Affairs Canada and accounts for only six per cent of the department's entire 
budget. Strong links with larger departmental programs are thus essential if 
INAC is to make a ripple in the state of the Indian economy. 


There are obvious arguments in favour of such links. For example, 
numerous social benefits can result from economic development activity; 
yet the department has been criticized for not capitalizing on the business, 
employment and training opportunities available through its social 
programs. As well, various studies (e.g., Management Review of On- 
Reserve Housing Program, Uses of Social Assistance Funds to Support 
Employment Creation) have directed attention to underdeveloped 
opportunities for coordination of the economic development role with such 
programs as social assistance, housing and capital infrastructure. The 
community development planning function within INAC also could be 
better integrated with the needs of economic development and other 
programs. 


Suggested Action 


Economic development objectives should be integrated with individual 
program planning to ensure optimum benefits for Indian people and 
coordinated delivery of departmental initiatives. Development planning and 
implementation at the community level could be improved by inviting early 
input from band economic development officers. 


On a pilot project basis, Indian and Northern Affairs Canada should 
consider using social assistance funds to encourage business formations. 
This approach has proved successful in several European countries (France, 
the United Kingdom and Austria, for example), often creating employment 
for people other than those to whom the funding was advanced. 
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The potential for enhancing economic benefits through integrated, locally- 
oriented delivery of housing and other capital programs should also be 
examined. The use of Indian businesses as suppliers to these projects 
should be encouraged, perhaps by providing a 10 per cent preferential price 
latitude to native firms (as is being done in some provincial northern 
programs). 


Federal Economic Programs and Status Indians 
Background 


An increasing number of federal departments are offering programs that 
impact on native people. Traditionally, INAC has attempted to obtain a 
share of the financial resources of these programs for subsequent transfer to 
bands and Indian institutions. The department has provided leadership in 
accessing and increasing funding to Indian people, but efforts and successes 
in this regard have varied by region and program. 


With the proliferation of federal programs, Indian and Northern Affairs 
Canada is no longer the major funding agency for native economic and 
employment development (Illustration IX, Federal Government Technical 
Education and Employment Training Initiatives for Indians 1984-85). 
Indian businesses and communities are now applying for support from a 
variety of sources subject to terms and conditions which are not always 
compatible with the immediate goals. Often, funding from one department 
is contingent upon a similar commitment from a second department. 
Unfortunately, approvals are not always provided simultaneously, which 
can result in delays and missed opportunities. 


Illustration IX 
Federal Government Technical, Education and Employment 
Training Initiatives for Indians 1984-85 


INAC 60.3% 
CEES 273% 
Justice 1.2% 
CMHC 0.5% 
NHW 3.3% 


DRIE 1.5% 


*Others 1.1% 


*Others includes Solicitor General, Secretary of State, Transport Canada, Department of 
National Defence. 
Note: Public Works Canada provided technical training advice. 
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Suggested Action 


Mechanisms must be developed to standardize and rationalize the funding 
procedures of federal departments offering assistance to native Canadians. 
INAC regional officials should play the role of account executives to help 
potential recipients through the bureaucratic maze. 


The department's role in relation to CEIC and the NEDP must be 
rationalized. ( While there is perceived duplication of services between 
these bodies, it should be remembered that in some areas, the total of all 
resources is still falling short of requirements.) Joint management review 
boards could study projects which are being considered for funding and 
perhaps assign them to specific departments on the basis of project size or 
status. Hard decisions will clearly be required if INAC is to relinquish 
some of its currently useful functions to take on new roles. 


There is considerable scope for more effective coordination of federal Indian 
economic development activities across Canada. The first step must be to 
establish a comprehensive data base on related programs and expenditures 
by all federal departments. An inter-departmental committee at the assistant 
deputy minister level could then provide a national steering capability. 


In undertakings such as this which require the participation of several 
distinct organizations, the commitment must clearly come from the top 
down. INAC should therefore attempt to obtain cabinet consideration for 
assigning a government-wide priority to native economic development. 
Such a commitment would be consistent with Prime Minister Mulroney's 
remarks that Canada has not been fair to the Indian people" and that native 
social and economic conditions are "deplorable". It would also help ensure 
that the Indian viewpoint is brought to bear in federal policy making. 


Provincial Economic Programs and Status Indians 
Background 


Provincial government interest in Indian economic development is 
increasing at a sporadic but not insignificant rate. For example, in 
Manitoba, funding of economic development programs aimed at Native 
participation increased from $1.2 million in 1977-78, to $11.4 million in 
1985-86. The total funding commitment by the western provinces increased 
by $16.5 million over the same period. 
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In addition to these provincial programs, a number of federal-provincial 
initiatives have been developed, including the Resource Development 
Agreement with Ontario, the Canada/Saskatchewan Northern Economic 
Development Agreement, the Salmonid Enhancement Program and the 
Canada/Manitoba/Saskatchewan/Northwest Territories Caribou Manage- 
ment Agreement. Any extension of this network of programs will clearly be 
conditional on meeting the concerns of all parties involved. As well, the 
development of federal-provincial programs will not improve until the lack 
of joint analysis, planning and information sharing between the 
organizations involved is addressed. 


Suggested Action 


A priority for Indian and Northern Affairs Canada must be the development 
of stronger analytical capabilities and enhancement of the department's 
advocacy role within the federal-provincial framework. Memorandums of 
understanding on Indian economic development should be developed with 
the provinces to ensure coordination of activities by the two levels of 
government. 


Bilateral agendas for action on Indian economic development could be 
developed in consultation with Indian people and a series of proposed 
federal-provincial conferences could focus ministerial level attention on 
these matters. 


Status Indian People and the ERDA Process 
Background 


Economic and Regional Development Agreements (ERDAs) provide a focus 
for bilateral coordination of efforts through annual meetings of ministers, 
"course of action" documents, sub-agreements and memorandums of 
understanding. There has been an encouraging increase in activity in this 
area in recent months. 


The ERDA process presents Indian and Northern Affairs Canada with the 
opportunity to provide information to federal departments and provincial 
governments on Indian economic issues and to influence spending by both 
levels of government to maximize benefits for natives. The process also 
contributes to the coordination of federal and provincial efforts, reduces 
duplication and assists in the development of suitable programs to respond 
to specific opportunities. 


Suggested Action 


With only about 16 ERDA sub-agreements and memorandums of 
understanding containing references to native interests, INAC's 
involvement in the ERDA process should assume a major corporate focus to 
counter the comparative lack of knowledge and interest by other line 
departments in Indian issues. 
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Establishment of a distinct ERDA planning and management effort at 
headquarters and in the regions would eliminate confusion within the 
department over responsibility for input. INAC regional economic 
development officers would be called on to work with other federal field 
offices and Indian communities to foster native involvement in the ERDA 
process. 


As part of this heightened planning role, regional senior management of the 
department should be authorized to formally intervene at an early stage in 
the development of sub-agreements and memorandums of understanding to 
ensure that native economic development interests are represented. 


Conclusion 


Coordination and rationalization of economic development efforts within 
INAC and between INAC and other federal agencies is clearly a priority. 
INAC should also develop its advocacy role with provincial agencies and 
pursue development-related memorandums of understanding with provincial 
governments. Finally, the department must assume a major role in the 
ERDA process to ensure that Indian matters are given the proper 
consideration. 
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8 41 
INAC: MORTAR BETWEEN 
THE BRICKS 


Introduction 


As Indian economic development becomes a priority in the coming years, 
INAC's mandate must evolve to reflect the changing realities. In this 
process, the department can expect to lose some of its current functions, as 
well as gain new ones. This chapter discusses some factors for 
consideration in revising INAC's mandate. 


Background 


The operating principles of a government development organization should 
not evolve from the top down. Rather, it should flow from the grassroots — 
from an appreciation of what needs to be done, what can be achieved, the 
resources available and the role of other agencies. 


Suggested Action 


Indian and Northern Affairs Canada will be downsized over the next three 
to five years, as a matter of general government policy and the move to 
support Indian self-government. Given the shrinking human and financial 
resources that will be available, the department should focus its support for 
Indian economic development in areas where it can be of unique assistance. 
An important objective will be to facilitate Indian control of their own 
economic destiny. 


The proliferation of federal programs that now impact on native Canadians 
(as discussed in Chapter VII) present both obstacles and opportunities. In 
future, INAC can help relieve the operational hurdles and improve the 
manner in which various agencies contribute to Indian economic 
development by: 


* approaching cabinet and corporate chief executive 
officers to obtain top-level commitments to 
Indian economic development; 

¢ working with Indian and non-Indian organiza- 
tions to overhaul and improve the tax and 
regulatory framework; and 

¢ performing an account executive role in the 
regions to facilitate project planning and 
financing and by serving as a marketplace 
link between Indian and non-Indian bodies. 


Compared to the resources of other public and private sector institutions, 
INAC's economic development program is merely a drop in the bucket. 
Nor should the department strive for a "big ticket'’ economic development 
program. Instead, it should be content to show leadership in launching 
special programs and initiatives, or in making a financial contribution to 
enable other organizations to do so. 
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However, the department's most important emerging role may well be to 
increase support for Indian economic development within existing 
institutions and programs. Many players already have the resources and 
expertise to do the job; INAC should simply act as the mortar to help build a 
solid foundation for Indian economic development. 


Conclusion 


INAC may become a facilitator and advocator in the future, rather than a 
source of major funding. By bringing together and capitalizing on the 
resources and expertise of other agencies, the department will establish the 
basis for productive, lasting development. 


Sa ey a eT TSA ru 8 
OVERHAULING 

INAC'S PROCESS: 

A NEW APPROACH 


Introduction 


Focussing on eight key policy areas discussed at length elsewhere in this 
report, this chapter compares the realities of today with the goals of 
tomorrow. These goals will involve both structural and attitudinal changes 
for agencies and individuals concerned with Indian economic development, 
particularly INAC. 


Today Tomorrow 

Organization Economic development is one Full-time responsibility for 

program among many. economic development at the 
assistant deputy minister 
level. 

Priorities Mixed signals within the Emphasis should be placed on 
department. private sector development. 

Loans INAC currently involved in Phase these responsibilities 
business lending and loan over to Indian institutions, the 
guarantees. FBDB and the chartered banks. 

Management High business failure rate. Develop Indian Business 

Skills Seminar Program. 

Taxation Appeals are now before the INAC should provide leader- 
courts on Revenue Canada ship in gathering the facts and 
rulings. viewpoints and preparing a 

bill for Parliament. 

Youth There are no business Youth entrepreneurship, 
programs targetted pre-business and business 
specifically at Indian youth. school programs should be 

developed and implemented. 

Project Indian bands and businesses INAC regional officers should 

Approval must go to several "windows" be given an account executive 
to benefit from all the federal _role. 
programs. 


Other Agencies 
and ERDAs 


Coordination of efforts is on 
an ad hoc basis and differs 
between programs and regions. 


INAC should develop a 
corporate focus to existing 
Indian requirements, as well as 
seek a top-down authority 
from Cabinet. 
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Resourcing 


INAC's support for Indian 
businesses over the years has 
been shrinking relative to 
other federal small business 
program efforts. 


This down trend should be 
reversed commensurate with 
the priority to be assigned 
economic development. 
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CONCLUSIONS: 
A BLUEPRINT FOR ACTION 


When many issues are under review at the same time (as is the case with 
this report) there is a danger that governments become paralysed; that they 
do not move ahead on urgent matters while waiting for a broader framework 
to be negotiated and implemented. When this happens, the losers are the 
people who need improved services, access to capital, creation of jobs and 
other benefits that affect their standard of living. 


The federal government must not allow this to happen to Indian people. 
While proceeding on the questions of constitutional development and Indian 
self-government, there is a pressing need to initiate changes now to promote 
Indian economic development in the future. 


This task force has identified three themes which it views as central to 
Indian economic development: control, support and momentum. 


INAC must work with Indian government leaders, entrepreneurs and 
communities to facilitate Indian control of economic development. 


The department must encourage support for native efforts at the top (federal 
cabinet and corporate chief executive officers), at the grassroots level 
(specific projects, links in the market place) and at all levels in between 
(INAC programs, inter-agency cooperation). 


Finally, INAC must move quickly to generate the momentum to deal with 
today's problems and opportunities. A three-year program of action is 
required to help generate this momentum. 


In determining how to proceed in the short term, the department must 
consider: 


¢ what it could help to achieve with regard to the state of the Indian 
economy; 

¢ how it could contribute to the development of the economic base upon 
which self-government will be implemented; and 

¢ how the fragile Indian economy can be strengthened in the immediate 
future. 


In this report, the task force has attempted to identify specific actions and 
general directions which might be pursued. If early action is taken on these 
or some alternative set of initiatives, the department will achieve many of the 
goals set out in Chapter I. Those goals are: 


¢ enhanced development of management skills so that more Indian people 
can establish and operate small businesses; 

¢ more training for Indian youth in business financing; 

¢ development of more Indian institutions to finance Indian businesses; 

* encouragement of joint ventures with non-Indian partners and co- 
venturing with Indian people; 
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¢ more Indian suppliers bidding on government and corporate 
procurement contracts; 

¢ more Indian contractors able to secure bonding; 

¢ more employment for Indian people in major companies and 
institutions; 

¢ more Indian communities benefitting from development of natural 

resources on and near reserves; and 

other steps to capitalize on the economic opportunities that exist for 

Canadian Indians. 


@ 


Progress in these areas will bolster private sector development in the Indian 
economy and lead to the creation of employment and wealth. Government 
of Canada support for greater Indian economic self-reliance would thus be 
focussed on a healthy private sector (as is the case for the national 
economy). 


Clearly, Indian and Northern Affairs Canada must work continuously with 
Indian leaders, other federal and provincial agencies, leaders of the non- 
Indian business community, banks and other financial institutions. In 
parallel with the economic initiatives, a broad range of issues related to 
Indian self-government and settlement of claims should be addressed by 
many of the same parties. The outcome of these latter negotiations will set 
the context for the next wave of economic development. 


The task force is confident that the goals set out in this report can be 
achieved because: 


"If you can dream it, you can achieve it." 
Alex Kennedy 

on the philosophy of 

Plains Cree Investments 


And economic development must be a priority because: 


"Without a great improvement in our economic development, self- 
government is a meaningless phrase." 


Chief Gabriel Gopher 
North Battleford District Chiefs 
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